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1* Introduction (Opening to depend on way I m introduced.) 
Acknowledgements to H.F.M. 

2, Production of econoaic intelligence of the Soviet Orbit is, I 
venture to say, the most vital exporting task undertaken by the Central 
Intelligence Agency on bohalf of those charged with making long ranee 
estimates and polity decisions to check the march of Communist power. 

This responsibility fear econoaic intelligence loosed by SKID 35 
on CIA is In turn charged to GBR by basic CIA orders and regulations. 

It cooplenonts the coordinating function simultaneously m signed to OPR 
of 'bringing to boar on issues involving national security the full economic 
knowledge and talent available in the Government, lip to now m have con- 
fined our effort;; to the Soviet and its Satellites because of their ob- 


viously paramount importance and our pitifully limited knowledge of thorn. 

Consider briefly the terrible disadvantage that m labor under in 
this particular area. American and Eastern intentions and. military 
capabilities are at least to some extent hidden from the enemy by security 
.measures. But our entire basic economy, save fora few items such a® 
atomic energy, is not only exposed to the .Soviet bu£ analysed, collated 
and digested for them by hundreds of thousands of Government and private 


agencies and individuals* 

dust m realm samples, lock at this typical annual handbook osv 
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every single electrical utility company in the land, or at these detailed 
annual reports of celanose and the Seaboard Railroad with their- wealth 
of detail, past, present and future, to compile their equivalent m the 
Soviet in fee face of' their secrecy and security is a staggering task, 
but It would be only a portion of our problem because: such a handbook la 
information rather than intelligence. 

1*. Ihat ie eoonealc intelligence? Our people haw defined it m 
that intelligence which cover's the basic productive resources of an aroa 
or political unit, the goals and objectives which those in control of those 
resources wito then to serve, and the ways in which and the effectiveness 
with which these resources are- in fact allocated in the service of these 
goals, The importance of goals oust be borne in mind, for obviously steel 
that goes into baseball pajks and toy® hardly contributes to military 
potential, Secondly, effectiveness of allocation is a factor which can- 
not be overlooked because of toe inevitable complexity of any modem 
ecortw In which, for example, a steel ®ill*s production say be sharply 
curtailed because of inadequate maintenance of the. railroads over which 
flow its major supplies. 

Bra border lines of economic intelligence are admittedly very obscure 
and incapable of precise definition. In wry rough terms, economic intelli- 
gence tikes over from scientific when newly developed technics, methods 
sad products begin to be employed broadly in production. As to military 
Intelligence, the overlap, ie necessarily broad with many items and problems 
equally comarnim: both, services. The output of final military equipment 
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and physical targets on which our armed forces will launch attacks arc 
clearly a prime concern of military intelligence. On the other hand, 
economic analysis is required to understand the complex structure of 
economic support on which military production depend® and also to pursue 
the economic chain reactions which might result la the destruction of 
particular facilities. Again, it is essential that political and economic 
intelligence survey the same fields and institutions. These latter ob- 
viously can have profound economic significance and conversely can bo 
radically affected by economic influences on the attitudes and loyalties 
of certain segments of the populace. 

The iGportaneo of evaluating information is no less important in 
economic intelligence than elsewhere in the community. For example, what 
seemed, to be a very reliable report gave Albania 1 a production of coppor 
at the annual rate of 6,000 tons. This would place Albania third amongst 
the producers of Western Europe and a significant factor in the Bast-West 
straggle for resources. P 0 rsi stent inquiry by on ORE analyst disclosed, 
however, that the reported figure referred to ton® of copper ore which 
assayed variously at 1 to ? percent pure. Thus, the metallic production 
estimate beesmo a more 300 tons — relatively insignificant in the entire 
picture. 

Again, even If a given item may have a high source and accuracy of 
evaluation, its relevance to the primary question# of the consumer may be 
quite obscure. Thus a diplomatic report that jute bags are being dis- 
tributed to cooperative farms in the monte of January would have little 
significance to the ordinary reader, but the trained agronomist concluded 
that something extraordinary was afoot because January m an unusual month 
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la which to oolleot grain and moreover, jute bags were rarely used at a^y 
season, the principal reliance being on carts. His analysis was brought 
out by a dramatic offer of grain by Russia to France in an effort to 
boo#t the prestige of the local Communist party. Recently we have noted 
an increase in food cannery in the USSR, Though ostensibly a matter 
affecting the civilian econony, distribution information wo have indicates 
thstt Russian canned goods go primarily to the military. Thus a seemingly 
has ml ess item properly evaluated opens up fairly serious Indication® as 
to capabilities (attack in regions where an artsy cannot live on country*" 
side) and intentions, 

m the broadest sense, evaluation is of tremendous importance when 
we coma to the overall capacity of the Soviet ooonce^r—' that ie the 
limitations on one or more sogaente that would be unavoidable if another 
were to bq&spanded to a point easily attainable considering only its 
own inherent limitations. 

Having stressed the general difficulties of piecing together 
Soviet economic information we should admit that the Soviet system has 
certain features that make our life not quite eo tough. 

The central plan-nalmost or^thing that happens can give some 
olu© as to the whole, whereas in contrast a free ©conony, a develop- 
aent such as the collapse of the miniature gdLf industry can indicate 
virtually nothing about the rest of the economy . 

Inter-dopendoncc of ary economy, 

and 

Kecessaiy similarities in technique s/ixrau table laws of nature. 

Lack of business cycles, speculative influence on prices, etc. 
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5* Hor to conic to our functional problems and major policies# First, 
we continually harp on the ic^portanc© of basic research in order to establish 
a coaprehensive and soundly based 4k picture of the Orbit ©conncy as can 
possibly be obtained within the mean© and time available* In doing; this 
we are consciously rejecting a&hase after the wi ll-o ’ -the-wisp of th© 
bottleneck or jugular vein which, if snipped, will cause the whole to 
atrophy# This fruitless quest has been made for decades if not centuries, 
a fascinating example being the attempt of the Confederacy to close deem 
the Industrial uconos^y of the North by desti$ying its whale oil fleet but 
the voiy* vitality of all economies lies in their adaptability and capacity 
for substitution and improvisation. Naturally, this docs not vmm that 
products or facilities are not vastly more critical than others but 
it is an assertion of the fact that there are so many vitally important 
things to master that our effort must necessarily be a broad one. 

Basle or comprehensive research could not, however, be set on a 
pedestal while all other ORR obligations were ignored* The KreaCLin would 
not stand still for two years and our policy makers had urgent questions 
in the economic sphere to be answered, however unsatisfactorily# Thus 
a compromise was necessary between our spot requirements and our long-term 
ovo;?r*ll mission* Hie resolution of this difficulty was to establish a 
program that started with a comprehensive taking-of -Inventory of currently 
accossriblia data, making the- best possible general estimate or approximation 
from it and observing and defining the- moat serious gaps. From this point 
a program of filling the most significant of these gaps was initiated 
(106 specific high priority projects) to bo followed after sever$l months 
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by another general inventory. Afterward© the cycle would be repeated. 

By this method it is hoped that a eertes of successively refined approxi- 
mation© to Soviet economic capabilities can lead us toward, if not to, 
a real appreciation of the Orbit's potentials 

6, ORGANISATION* Iho docs this' work and how are they organised? 
First, let’s look at the team as a whole. Necessarily it is sad© up In 
large measure of aiental high vacuum punps in order to suck the maximum 
intelligence cut of our limited scraps of information, many items of 
which 'would be utterly uneuggeetiv© to m untrained person. Hence, the 
hj gh ratio uf specialists and professionals to clorical people— 7/£* 

!b m wo turn to the profe ©slows from which draw, it is not easy 
to give accurate statistics because by the time a person becomes a really 
valuable intelligence officer he ie necessarily an amalgara of more than 
on© discipline. A rough loo’; at our shop less the Geographic and Saule 
Divisions shows an apportionaant &a ©hero, in tho large pie* 'JMe is 
eomevfiat distorted, however, by the inclusion of 

specialists who tend, because of linguistic requirements, to be mostly 
Russian area specialists. Leaving them out, we find a team of analysts, 
!*C$ of whoa are economists and 25% engineer® of one sort or another, 

How turning briefly to the structure of the Office, here is cur 
current scheme- of organisation, Experience has indicated is the need 
for seme regroupings, but & year’s trial has proved it essentially sound. 

The Office functions through its headquarters and throe staff groups 
{ Administrative Staff, Requirements and Control, and Reports) end 3 
producing divisions ? 

Basic 

Otoenghio 
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Materials 
Industrial 
Econotalc Services 
Economic Analysis 
Techniques and Methods 
Strategic 

Basic Intelligence Division is concerned with editorial guidance 
and the preparation of the sections of the 115*0* final editing and the 
various stages of publication of these surveys as part of 0KHs common 
concern functions. 

Geographic Division is an inter~deoartnontal map and geographic 
intelligence facility constructing naps* supporting CIA field operations, 
and procuring and maintaining a working reference collection of foreign 
m spa and atlasses and related material. It ie also called upon to render 
specialised analyses that tie directly into major questions of Soviet 
capabilities. 

Materials Division is primarily concerned with raw materials and 
basic commoditise, including rates of production* stockpiling, location 
of resources, reserves, processing facilities ana requirements for produc- 
tion and consumption. 

The Industrial Division deals with manufactured products, mostly 
dureble goods, capital goods end concerns Itself with methods of production 
and manufacturing structure in general. 

The Services Division deals essentially with the intangible goods 
of an econay— tho essential secondary industries without which there 
could be no effective utilisation of the others. 
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Tbt Economic Analysis Division is of « hodgepodge sal 

®ore a staff than a production branch. In it arc located those concerned 
with the operational aspects of economic intelligence such as econotdc war- 
fare and export control, as well as the section concerned with the ultimate 
evaluation of the work of the other branches. 
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7* famlsg nm to the flow of work mi our methods of handlin'’; lt # . 
note the next two cJiftrts, We are, ae you see, both a service organisa- 
tion answe ring demands made upon us and one with internal self -gene ration 
In iVproodmately the portion shewn at the present time. We would 
naturally like someday to adjust the balance somewhat more in favor of 
our basic research, and this may well be possible as we build the latter 
up end thus become capable of responding to external demands merely by 
extracting and collating intelligence already salted away. 

The overall schematic flow is shown on this chart. On the left we 
have those frcaa whoa we receive outside requirements, people we know 
affectionately as "clamorous customers", a phrase tho graphics man cen- 
sored from the chart. $wse requests vary, of course, from the short, 
sweet, and single to the laying on of vast projects underlying some long- 
range extensive estimate. T/o have to be geared to handle both and tailor 
the product to a customer* 8 needs. This we try to do by careful planning, 

staff supervision, flexible collaboration between our branches, sad care- 

% 

ful edit and review. At the same time, a substantial portion of our 
effort is devoted to projects that have been born within tho Office, 

Some c£ these are brain children of the top of the pyramid but the ones 
we are proudest of are those conceived and promoted by the working analyst* 
All of those are submitted to a Project Review Board on which sit all 
division chiefs and principal staff members and if Justified in terms of 
eapected result and available effort become official Agency projects 
loading to publications. We strongly believe that the encouragement of 
thin kind of initiative is vital to the morale and effectiveness of our 
organisation. 

Our products range from coapendious tocr-s of the HIS variety through 
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ns&m length surveys of particular industries, such as the Russian and 
Sa tellit e electron tube industry, to smeller spot lobs devoted to a single 
plant or technique# 

Coordination and the Economic Intelligence Coonittee-^ Largely the 
result of the Initiative taken by ay predecessor, Ur, Millikan, the SIC 
was established pursuant to K3CID 15 to bring together on an aff a Ct l ve 
woriclng level basis all the resources of IAC Agencies dealing with 
economic problems and also those of other agencies on an ad hoc basis. 

This committee is chaired by the AD and ORE provides the executive secre- 
tariat for the committee. Ac you can see, much of the work of the 
Coraodttoe 1 b carried oh by commodity and functional subcommittees which, 
in turn, ore provided with a secretariat by the appropriate branch of QRR. 

Sine© its organization* this Committee has prepared scores of papers 

25X1X7 

ranging from a study of shellac re quirements for the free world to the 
preparation an exhaustive study 
on Trade Controls in China. 

In conclusion, I would stress that QBE as a whole, its subdivisions, 
and all its individual researchers in discharging their responsibilities 
are guided by the followings 

First, they must build up through continuing basic res® arch the solid 
foundation of foreign economic intelligence required for assessing capa- 
bilities, vulnerabilities, and Intention©. 

Second, they must wet the demand for continued intelligence support 
by Other Offices of CIA for estimates, operations, policy formation. 

Third, they must continuously review the Ispact on national security 

of current economic developments, and 

Fourth, they must serve as a focal point for all foreign economic 
ApP TnfltJ£^w l ! a §Ii^ 0 ^M^^P^^ ( ¥§^l«K^Q^^ective field© of 

ct 
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re^oasibfltty, This means not on ily knowing what is being done, bnt 
assessing; the ade^sac^ of it, avoiding duplication and taking steps to 


Xlll voids. 


I believe m are on the right track, but knot? that we have a long 
way to go before we can, with any* degree of composure, assert that the 
supply Of our coEnodity— accurate economic intelligence— is equal to the 
dsasand that our national security creates for it* 
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